One of the main objectives to be accomplished by the European Union law is to eliminate barriers to the functioning of domestic market and in particular improve the competitiveness of enterprises. After several years of efforts, the European Commission approved a proposal for the directive on a Common Consolidated Corporate Tax Base which is to remove obstacles to the functioning of internal market and increase tax harmonization. The article is aimed at presenting the essence of CCCTB in the theory of corporate finance and its importance for enterprises, based on the survey of Polish and EU companies. The paper addresses issues relating to tax in corporate finance. Canons of taxation will be discussed and special emphasis will be placed on principles behind formulating fiscal law provisions (including the EU law). Furthermore, the article presents the results of surveys into the importance of taxation cannons for Polish and EU companies.
Introduction
Financial crisis faced by the European Union has revealed a problem of tax systems that are in operation in the Member States. Difficulties encountered by enterprises stem from different guidelines on calculating corporate income tax and the impossibility of consolidating financial statements for tax purposes. This problem is faced not only by transnational corporations, but all entities (legal persons) conducting activity in the European Union.
One of the main objectives to be accomplished by the European Union law is to remove barriers to the functioning of domestic market and particularly enhance the competitiveness of enterprises. In this context, the concept of Common Consolidated Corporate Tax Base (CCCTB) has been developed. Its role in a comprehensive reform of tax law is undeniable. The reform is to improve the competitiveness of the EU enterprises. CCCTB concept may become a new quality in tax system.
After several years of efforts, on 16 March 2011 the European Commission approved
a proposal for the directive on a Common Consolidated Corporate Tax Base.
The article is aimed at presenting the essence of Common Consolidated Corporate Tax Base (CCCTB) in the theory of corporate finance and its relevance to firms, based on the survey of companies operating in Poland and other Member States. Table 1 presents structural characteristics of Polish enterprises participating in the survey.
The data in Table 1 shows that the major group to have actively participated in the survey were companies with limited liability. This is due to the fact that these companies are the dominant form of business activity among entities with legal personality. It is also a result of the fact that the survey was answered by smaller companies. This is evidenced by the fact that the group of respondents was dominated by companies employing up to 49 people. Also, the fact that surveys in companies were mostly filled in by chief accountants indicates smaller entities, i.e. those where the chief accountant is also responsible for tax affairs and deals with settlement of taxes. This, however, is good for the representativeness of the study. It is also favourable that the entities surveyed were dominated by those with long period of activity, i.e. over 5 years, and more than 30 percent of them there had been operating longer than 10 years. Analysing the nature of the business, it should be highlighted that the group was dominated by service and trading businesses. These are the areas of economic activity that may be the most interested in the unification of taxes within the European Union. These entities trade within the EU and provide services (intra-Community supply of goods and services). The data in table 2 shows that, unlike Polish operators, the group of EU respondents is dominated by joint-stock companies. These were large companies, as evidenced by the fact that the biggest percentage of companies employed over 250 people. Surveys were mainly filled in by CFOs, i.e. those responsible for the department of taxes. It is characteristic of foreign operators that these companies have separate accounting and tax departments, and these are supervised by CFOs due to the direct impact of tax payments on the liquidity of the entity and its financial situation. While analysing the type of activity of the surveyed businesses, it should be emphasized that the group largely included service, manufacturing and trading companies.
Tax in corporate finance theory
Tax is a financial service and hence every payment of the tax depletes resources that a given company has at its disposal, i.e. capital. It changes the balance of cash generated by the firm. After all, financial resources are used to cover tax liabilities. Considered a burden that has assumed special importance in legal terms, tax has a direct effect on capital potential of the enterprise (Iwin-Garzyńska, 2010).
The essence and features of tax are the same in every fiscal system. Rules and financial regulations are subject to change. They determine tax effect, rate and importance for enterprises.
The proposal for the directive on CCCTB has such relevance.
Attempting to define the essence of tax in corporate finance, an error can be noticed.
It consists in ignoring the subjectivity of a company and its organization (Iwin-Garzyńska, 2011). Tax is not "only" a burden for the benefit of the country. According to the proposal for the directive, tax rates ought to be subject to fair competition.
Different rates enable particular countries to maintain certain level of tax competition on internal market. Furthermore, fair competition based on tax rates provides a greater transparency and allows the Member States to take account of the competitiveness of their markets and budgetary requirements while determining tax rates (Iwin-Garzyńska, 2013a).
The introduction of CCCTB would reduce or even eliminate barriers to conducting crossborder activity in the European Union. This is of profound importance for enterprises regardless of their size. In the case of small and medium-sized companies, costs involved in adjusting the activity to regulations imposed in particular countries are a major barrier. Compared to the turnover of such firms, these costs are an important item. As for large enterprises, the possibility of cross-border settlement of tax losses is the main advantage of the new solution (Iwin-Garzyńska, 2013b).
1 The strategy is aimed at smart, sustainable and inclusive growth. The Strategy Europe 2020 has defined the following three inter-related priorities: -smart growth: development of the economy based on knowledge and innovation, -sustainable growth: supporting the economy based on a more efficient use of resources, more environmentally friendly and more competitive, -inclusive growth: supporting the economy characterized by a high employment rate, providing social and territorial cohesion. Cf. Communication from the Commission EUROPE 2020 A strategy for smart, sustainable and inclusive growth -COM (2010) A system will be chosen voluntarily. Since not all enterprises conduct their activity abroad, CCCTB will not require companies which do not intend to expand their busoness outside their homelands to cover costs associated with adopting a new tax system.
The main advantage of implementing CCCTB for enterprises is the reduction of costs associated with observing tax regulations. Data published by the European Commission indicates that the introduction of the aforementioned concept may lower such costs by circa 7%.
Actual reduction of the costs under discussion may have a major impact on enterprises' potential and willingness to expand their business and enter foreign markets (especially the companies that have operated only on regional markets so far) (COM(2011) 121/4).
Optional implementation of CCCTB entails that it will be the 28th tax system adopted by the twenty-seven Member States. In other words, certain enterprises or individual tax-payers will choose fiscal regime referred to in the directive or follow their domestic tax systems.
Therefore, the proposal is a major step toward the harmonisation of corporate income tax which, by improving the internal competitiveness of the EU, is to restrict harmful internal competition.
Income tax base vs. CCCTB
Corporate tax system is based on a general rule according to which tax amount to be paid by the entrepreneur depends on the tax base and tax rate. Tax base shall be subject to harmonisation, i.e. will be determined in line with rules and regulations uniform for all the companies that have adopted CCCTB system in the European Union. In other words, the tax base will be calculated as a difference between taxable income (minus exempt revenue) and tax deductible expenses. Therefore, in order to determine the tax base, one ought to bear in mind such notions as taxable income, exempt revenue and tax deductible expenses. Defining the above categories as part of CCCTB system, one should take account of a set of joint regulations Tax revenue is an excess of revenues over tax deductible expenses in a given fiscal year, with special reference to the principles of determining income (revenue) from profit-sharing by legal persons as well as transactions between related parties and resident tax payers with permanent establishments in tax havens 7 . If tax deductible expenses exceed revenues, the difference is a loss. 8 In specific situations, tax base is a revenue itself and deductible expenses are not taken into account.
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As far as the EU concept of common consolidated corporate tax base is concerned, tax base is calculated by subtracting exempt revenues, tax deductible expenses and other deductible items from revenues. 10 Apart from the definition, the concept presents a normative approach to detailed rules on calculating tax base. According to the idea, revenue is calculated in line with the following general principles:
-accrual basis,
-profits and losses are recognized when they are earned or incurred respectively (realization principle),
-transactions and taxable events are evaluated individually (principle of individual evaluation),
-revenues are calculated in line with uniform principles, unless exceptional circumstances justify the change (principle of coherence).
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The proposal for the directive provides definitions of such notions as revenue, profit and loss. "Revenues" are understood as proceeds of sales and other transactions, except for value added tax and other types of tax and tax receivables on behalf of government bodies, in monetary or non-monetary form, including proceeds from the disposal of assets and rights, interest, dividends and other profits, proceeds of liquidation, royalties, grants and subsidies, gifts received, compensation and ex-gratia payments. Furthermore, revenues include non-monetary gifts made by the tax payer. On the contrary, revenues are neither equity raised by the tax payer, nor debt repaid to it. According to the authors of the proposal, "profit" is an excess of revenues over tax deductible expenses and other deductible items in a given fiscal year, whereas "loss"
is an excess of tax deductible expenses and other deductible items over revenues generated in a given tax year. Exempt revenues shall also include dividends, proceeds from the disposal of shares in the company outside the group and profits generated by foreign permanent establishments. As for the relief for double taxation, in most Member States it is the case with dividends and proceeds from the disposal of shares. In this way, such countries avoid the need of calculating the tax payer's entitlement to a credit for the tax paid abroad. Particularly if the entitlement is to take account of corporate tax paid by the enterprise which distributes dividends. The exemption of foreign income also meets the simplicity requirement.
In the survey on common consolidated corporate tax base and its importance for companies operating in Poland and other Member States, the aforementioned entities have been asked about the significance of exempt revenues. Table 3 shows answers provided by Polish enterprises to the aforementioned question. The analysis of the data presented in Table 3 indicates that exempt revenues are rather insignificant for Polish companies. This may stem from the fact that certain exempts have a special character and are the case with specific companies, e.g. conducting forestry or farming activity, conducting activity in Special Economic Zone. As for the enterprises participating in the survey, this was a relatively low percentage.
According to the proposal of the directive on a CCCTB, deductible expenses shall include all costs of sales and expenses incurred by the tax payer with a view to obtaining or securing income, including costs of research and development and costs incurred in raising equity or debt for the purposes of the business.
12 What arises from the above is that deductible expenses associated with conducting business activity normally include all the costs involved in sales as well as generating and securing the income. Furthermore, deductible expenses include R&D costs as well as costs incurred in order to generate equity or foreign capital for the sake of business activity.
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As for tax deductible expenses in the concept of CCCTB, cause and effect relationship between exempt revenues and tax deductible expenses is of particular relevance. According to the proposal for the directive, deductible expenses include expenses incurred by the tax payer for the purpose of the business, with the view to obtaining or securing income. This condition, referred to as "economic purpose test", is ambiguous (Iwin-Garzyńska, 2013b, p. 77) and imprecise.
Article 14 of the proposal lists non-deductible expenses, namely:
-profit distributions and repayments of equity or debt, -50% of entertainment costs, -the transfer of retained earnings to a reserve which forms part of the equity of the company,
-corporate tax,
-bribes, -fines and penalties payable to a public authority for breach of any legislation,
-costs incurred by a company for the purpose of deriving income which is exempt pursuant to Article 11; such costs shall be fixed at a flat rate of 5% of that income unless the tax payer is able to demonstrate that it has incurred a lower cost.
In order to analyse deductible expenses in the context of income tax and CCCTB concept, it is essential to get to know entrepreneurs' attitudes toward the burden placed by non-deductible expenses. Polish companies do not regard non-deductible expenses as particularly significant. Fines and penalties, collection costs and exchange differences (in the case of loans) are considered the least important. On the contrary, interest on loans granted by shareholders seem to be more relevant in the opinion of the tax payers under discussion.
Corporate finance, capital structure vs. CCCTB concept
Issues relating to the effect that income tax has on capital structure are very complex.
Attention should be paid to fundamental questions regarding tax solutions suggested in CCCTB concept in the context of corporate finance theory.
As far as research on capital structure and its impact on value are concerned, major breakthrough was achieved by Franco Modigliani and Merton H. Miller. In 1958 they published an article entitled The Cost of Capital, Corporation Finance and the Theory of Investment (Modigliani, Miller, 1958) . It has initiated a number of publications on the subject and started a discussion that is in fact held up to the present day. The discussion centres on the consequences of the capital structure imposed by the company for its finance and value (Modigliani, Miller, 1963) . According to the theory developed by Modigliani and Miller, in the world without taxes both the value and weighted average costs of capital (WACC) do not depend on capital structure.
In 1963 Modigliani and Miller published an article which was a correction to the capital structure irrelevance proposition (Modigliani, Miller, 1963) . It was then that they addressed the problem hitherto explored by corporate finance. Major difficulty lay in defining the role of tax in shaping the financial policy to be pursued by the company (Ashton, 1991). The authors under discussion presented a different view on the effect that the capital structure had on the value.
Having in mind corporate income tax, they were inclined to believe that under such circumstances the level of foreign funding to the enterprise was optimum and therefore the capital structure was optimum. Taking account of tax differentiation (tax asymmetry) was a key to the analysis.
The asymmetry is between income generated by shareholders and creditors at the company level (Matin et al., 1988) . Costs associated with interest on foreign capital reduce income tax base, unlike retained dividends and profits (Schall, Haley, 1991) . Hence, the utilization of outside capital involves interest tax shield. If interest is subtracted from corporate tax base, the value of business entity which utilizes debt financing exceeds the value of the company which does not utilize foreign capital (by the compound value of tax shield) (Modigliani, Miller, 1963) .
Introducing the tax system allowing to reduce the tax base by expenses such as interest on debt, Modigliani and Miller proved that less expensive foreign capital (due to interest tax shield) increased the value. At the same time, they were the first to stress the importance of tax for financial policy pursued by the company and aimed at increasing its value.
The theory formulated by Modigliani and Miller in 1963 highlighted the role of tax in corporate finance. They proved that it was possible to shape the capital structure and value through tax policy. It is worth emphasizing that this aspect to tax has not yet been noticed by employees responsible for tax management in enterprises. Nowadays tax is often treated as a fiscal burden and not a flow that may be managed in order to exert an influence on the value. With reference to the concept of CCCTB, the aforementioned theory states reasons for introducing one corporate tax system in the entire European Union so that all entities have equal opportunities for developing their value through tax policy.
The analysis of the theories referred to in the present paper suggests that debt and interest tax shield are particularly relevant to shaping the optimum structure of capital. So are system solutions for recognizing tax effects of debt financing. Solutions aimed at determining the level and structure of capital have been included in the proposal for the directive on CCCTB. It would be a simplification to put into practice an assumption that interest lessens the debt cost by recognizing it as a deductible expense. Table 5 shows the survey results.
Polish companies do not attach considerable significance to tax solutions for recognizing costs associated with debt utilization as deductible costs. Over 45% of enterprises participating in the survey do not pay attention to the fact that costs associated with the repayment of loan (credit) are non-deductible. Only more than 7% of entities consider this a major restriction.
Furthermore, the impossibility of reducing the tax base by accrued (but not paid or capitalized) interest is not a problem for Polish companies. Even a lower percentage of companies place profound importance on interest and commission paid during the realization of real investments and representing their original value. So is the case with interest on loans granted by shareholders.
In other words, Polish entrepreneurs do not notice the role of deductible expenses in reducing the effective cost of raising foreign capital in the form of loans and credits. In addition, the entities responding to the survey do not consider it problematic that interest on debt can be recognized as a tax deductible cost only if it is paid or capitalized. In this context, it can be stated that suggestions put forward by the European Commission could be adopted by Polish enterprises within the scope under discussion (Iwin-Garzyńska, 2012a). Developing the tax system as part of CCCTB concept, attention was paid to the balance between flexibility and standardization of regulations, particularity and generality, and attractiveness of solutions proposed in the concept compared to domestic solutions. If the companies are free to choose the taxation system, they will be able to shape the structure and rate of the tax base (Supera-Markowska, 2010).
Conclusions
Income tax system operating in the European Union requires standardization in order to be competitive compared to China, Russia, the United States of America, etc. Nowadays, the Member States are not a single organism as far as income tax is concerned. In fact, they represent twenty-seven different entities that have to compete with one another inside and outside the EU.
The main objective is to harmonize corporate income tax system so that all the companies operating in the EU are provided with comparable conditions and represent one body outside the European Union. In line with CCCTB concept, tax base (i.e. principles underlying the formation of taxable income and deductible expenses) will be subject to harmonization.
The survey referred to in the present paper indicates that the proposed concept may be favourable for Polish and EU enterprises. Entrepreneurs notice benefits accruing from the suggested solutions. What may be a major concern is limited knowledge that business entities have and their unwillingness to participate in surveys. Unfortunately, the analysis of tax aspects does not suggest another method. There is a general unwillingness among companies to enter merit-based discussion on taxation issues. This unwillingness may stem from distrust in opening fiscal documentation for people from outside the organization, even for the sake of research. This is to the disadvantage of such fields as finance, corporate finance, law and the quality of civil law. A. Gomułowicz writes "Empirical studies on tax law should become a reality in Poland.
For the assessment of the tax burden expressed by taxpayers is important for both the employer and the authorities applying the tax law" (Gomułowicz, Małecki, 2013) . The questionnaire survey has enabled one to get to know general views held by Polish and EU enterprises about the proposed harmonization of income tax.
It seems that the Member States have had enough time to work on the details of the directive. However, political interests also play a crucial role. Some countries consider power to tax absolutely essential. Financial crisis, and particularly recent crisis of public finance, has revealed a number of problems with taxation. Nevertheless, the Member States want to protect their budget revenues and remain entirely autonomous in shaping income tax. It is beyond any doubt that CCCTB is a serious proposal. Hence, enterprises operating in the European Union should be aware of its implementation and take account of its possible financial implications.
Nevertheless, it is difficult to define the final legal form of the directive on CCCTB or state whether it will come into force.
